ANNUAL REPORT 


of the 


AMERICAN TELEPHONE 
AND TELEGRAPH COMPANY 
FOR 1935 



i: : 


195 BROADWAY 
NEW YORK 













American Telephone and Telegraph Company 

195 Broadway 
New York 


OFFICERS 

President 

Walter S. Gifford 



Vice Presidents 


Bancroft Gherardi E. S. Wilson 
F. B. Jewett C. P. Cooper 

E. F. Carter T. G. Miller 


C. M. Bracelen 
A. W. Page 
Robert W. Curran 


Secretary 

R. H. Strahan 


Treasurer 

James F. Behan 


Comptroller 
C. A. Heiss 


DIRECTORS 


Charles Francis Adams 
Winthrop W. Aldrich 
George F. Baker 
James F. Bell 
Charles P. Cooper 
John W. Davis 
Edward D. Duffield 
W. Cameron Forbes 
George P. Gardner 


Walter S. Gifford 
Hale Holden 
David F. Houston 
Edward E. Loomis 
Arthur W. Page 
Thomas Nelson Perkins 
Philip Stockton 
Myron C. Taylor 
Samuel A. Welldon 


Daniel Willard 








Report of the Directors 
of 

American Telephone and Telegraph Company 

New York, March 2, 1936. 


To the Stockholders: 

The number of Bell System telephones in service increased 
466,500 in 1935. The increase in 1934 was 298,000. With 
13,844,000 Bell telephones in service at the end of the year, the 
System still had to gain 1,746,000 telephones to attain its 
maximum development which was reached in 1930. 

Including the telephones of about 6,600 connecting com¬ 
panies and 25,200 connecting rural lines, there were at the end 
of the year approximately 17,350,000 telephones in the United 
States practically any one of which can be connected promptly 
with any other. Further extensions were made in overseas radio 
telephone service and at the end of the year 67 countries could 
be reached by telephone. 

The average daily number of telephone calls during the year 
was 61,000,000. There were 4.1 per cent more local calls and 4.6 
per cent more toll and long distance calls in 1935 than in 1934. 

Total operating revenues of the System were $934,400,000 
and total operating expenses were $651,400,000. Taxes were 
$95,900,000. Operating earnings after taxes Avere $187,000,000 
and other earnings Avere $12,900,000. The total net earnings 
before deducting interest and dividends Avere $199,900,000, an 
increase of $17,000,000 over 1934. 

The net income of the System applicable to stock of the 
American Telephone and Telegraph Company Avas $132,794,- 
782, or $7.11 per share, compared Avith $5.96 per share in 1934. 
This AA'as short of dividends paid in 1935 by $35,165,693, which 
amount Avas taken from the surplus of the System. 

On December 31, 1935, the Company’s surplus, including 
$64,664,000 reserved for general contingencies, Avas $248,403,- 
000. This surplus, together Avith the Company’s proportion of 
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the surplus of its Associated Telephone Companies and other 
controlled companies including the Western Electric Com¬ 
pany, Inc., and its subsidiaries, amounted to $19.02 a share, of 
which $4.61 a share is reserved for contingencies. 

There were 657,000 stockholders of the American Telephone 
and Telegraph Company at the end of the year. They owned 
18,662,275 shares of stock for which the Company has received 
$268,749,078 in excess of par, or an average of $114.40 per 
share. Thus the stockholders’ investment, including the $19.02 
per share equity in the surplus of the System, is $133.42 per 
share. The $9 per share dividend was at the rate of 6.7 per cent 
and the $7.11 per share earned was 5.3 per cent on this invest¬ 
ment. The average number of shares held per stockholder was 
28. More than half of the stockholders are women and no stock¬ 
holder owns as much as one per cent of the total stock. More 
than one-third of Bell System employees own stock in the 
Company. 

In 1935, the Illinois Bell Telephone Company sold $45,000,- 
000 of 3% per cent mortgage bonds due in 1970 and retired 
$48,726,200 of 5 per cent mortgage bonds due in 1956. The 
Southwestern Bell Telephone Company sold $45,000,000 of 
3Vz per cent mortgage bonds due in 1964 and on February 1, 
1936 retired $48,836,600 of 5 per cent mortgage bonds due in 
1954. Also during the year the Western Electric Company 
paid oft* out of cash assets its $35,000,000 of 5 per cent bonds 
which were not due until 1944. As a result of these transactions 
and other changes in debt, the total reduction in the long term 
debt of the System, including the Western Electric Company, 
was about $44,000,000. 

At the end of 1935, the total assets of the Bell System were 
$5,059,000,000, of which $4,266,000,000 were invested in tele¬ 
phone plant. During the year plant additions amounted to 
$185,000,000, and plant retirements to $167,000,000, resulting 
in a net increase in plant of $18,000,000. 

Cash assets of the System at the end of the year, including 
funds temporarily invested in Government obligations, but ex¬ 
clusive of $44,000,000 deposited for retirement of Southwestern 
Bell 5 per cent bonds on February 1, 1936, were $268,000,000, 
of which amount the American Telephone and Telegraph Com¬ 
pany held $213,000,000. 
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Bell System taxes continued to increase and the 1935 total 
of $95,900,000 was at the rate of $7.06 per year per telephone 
in service. As a result of legislation passed in 1935, Federal 
taxes alone will be increased in 1936, without considering the 
effect of any change in payroll or earnings, by about $9,000,000 
of which some $4,000,000 is the new tax for unemployment 
compensation. 

The high standards of telephone service were fully main¬ 
tained in 1935, and further improvements were made. De¬ 
spite the necessity for all practicable economies during the 
depression, service which was good in 1929 was substantially 
better in 1935. 

During 1935, 83.1 per cent of all local calls were completed 
on the first attempt as compared with 80.9 per cent in 1929 
and the fact that the telephone was busy or was not answered 
accounted for nearly all the calls not completed immediately. 
In these six years operating errors on local calls decreased 40 
per cent; dial service improved through a 12 per cent decrease 
in irregular uses by the person dialing and a 40 per cent de¬ 
crease in operating and equipment irregularities. The average 
time required for long distance connections was reduced from 
2.8 to 1.4 minutes and 92 per cent of these calls were handled 
while the person calling remained at the telephone, as compared 
with 71 per cent in 1929. As a result of these and other better¬ 
ments, 750,000,000 calls, or about 3 per cent of the total calls in 
1935, were handled with much more satisfaction to telephone 
users than would have been the case in 1929. That this improve¬ 
ment is appreciated is evidenced by the commendations received 
from users and by the fact that criticisms of local and toll ser¬ 
vice in 1935 were less than one-third those in 1929. 

Ninety-five out of every 100 telephones were installed in 
1935 under the practice of arranging with the customer to 
install his telephone at a definite time agreed on, as compared 
with 57 out of every 100 in 1929. A subscriber’s line and 
telephone were in trouble on the average only once in 23.6 
months, as compared with 20 months, and the percentage of 
troubles cleared on the day reported increased from 87 to 96. 
The percentage of long distance calls affected by unsatisfactory 
transmission was reduced nearly one-half. 






Service in telephone company business offices improved in 
all respects. Accuracy of telephone directories was good in 
1929, but there were 45 per cent fewer errors in 1935. 

It is not enough that general averages should be satisfactory. 
It is also very important to keep at a minimum the cases of 
individual telephone users or groups who for one reason or an¬ 
other may temporarily be receiving service that is below’ aver¬ 
age and that is not satisfactory. There has been steady im¬ 
provement in the uniformity of good service, with 1935 a record 
year. 

In 1935, two additional countries in the Caribbean area— 
Dominican Republic and Honduras—w r ere brought within 
reach of telephones in the United States through direct connec¬ 
tion with a radio telephone station of the Bell System located 
near Miami, Florida. Also overseas telephone service was ex¬ 
tended to include Paraguay and Iceland. At the end of the 
year ship-to-shore telephone service w'as available to 20 trans¬ 
atlantic liners. 

To illustrate the progress in overseas radio telephone service 
since its inauguration in 1927, a demonstration conversation 
w r as held successfully in April over a wire and radio circuit 
completely circling the world. The speakers were in adjoining 
offices in New York City. With the co-operation of telephone 
administrations abroad, existing wire and radio circuits were 
joined so that the voice of one speaker traveled around the 
world in a quai’ter of a second going by w'ire to San Francisco, 
by radio through Java to Amsterdam, through cable and wire 
to London and across the Atlantic to New York by radio. The 
answering voice follow’ed the same route but traveled in the 
opposite direction. 

The volume of overseas telephone messages in 1935 was 13 
per cent greater than in 1934 and the number of calls on Christ¬ 
mas Day, 1935, was the highest on record for any day since the 
inauguration of the overseas service. 

In the vicinity of Seattle, Washington, a coastal radio tele¬ 
phone station was established during the year to provide com¬ 
munication with ships equipped for radio telephone service in 
Puget Sound. Through this station, connections are made 
between the ships and the general telephone netw'ork of land 
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lines. A similar station has been operating for some time in 
the vicinity of Boston, serving fishing boats plying out of 
that port. 

Research and development work progressed satisfactorily on 
broad band systems of transmission which will provide an in¬ 
creased number of independent communication channels over 
existing types of open-wire and cable circuits. Work on the 
terminal and intermediate equipment for these systems and for 
the radically new form of transmission cable, referred to in the 
1934 Annual Report, was also vigorously pushed during the 
year. While a considerable number of miles of this cable have 
been satisfactorily manufactured and a mile or so has been suc¬ 
cessfully installed, the large trial installation referred to last 
year has been somewhat delayed. 

During the year the original long wave radio circuit between 
New York and London was equipped with an improved five- 
band privacy system designed still further to enhance the 
privacy of two-way radio telephony. In addition to increasing 
the number of bands in the privacy system, the equipment now 
under service trial is provided with synchronous switching at 
each terminal for frequently changing the arrangement of the 
bands and thus still further decreasing the liability of intelli¬ 
gible overhearing. 

The hurricane which devastated the Florida Keys in the 
early fall destroyed about forty miles of railroad right of way 
and the telephone lines located on it. Telephone service through 
Miami to Key West and Cuba was restored within a few days 
by bridging the gap in the wire lines temporarily with small 
radio telephone transmitting and receiving sets, which had been 
developed for airplane use. The fact that such sets were avail¬ 
able and could be used in this fashion is an illustration of the 
value to the ordinary services of communication of prosecuting 
research and development work in the adjunct services. 

In the field of materials there were important developments 
during the past year in the production of a new molybdenum- 
permalloy alloy which results in loading coils of smaller size 
and lower cost; in the development of a lead calcium battery 
alloy which provides the advantages of less obnoxious gas and 
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less waste of power in storage batteries; and in the development 
of a new form of rubber insulating material having very low 
moisture absorption and great stability for underground use. 

Intercommunication by telephone on a nation-wide scale can 
be accomplished to the satisfaction of telephone users only 
through an integrated system national in scope. The Bell 
System is one organic whole—research, engineering, manufac¬ 
ture, supply and operation. It is a highly developed relation¬ 
ship in which all functions operate to make a universal nation¬ 
wide interconnected service. The thousands of telephone com¬ 
panies and rural telephone lines which are neither owned nor 
controlled by the Bell System are co-ordinated for this nation¬ 
wide service hv connection with the System. 

Except for some 7 per cent of the total common stocks of its 
Associated Telephone Companies, the common stocks of these 
companies and the earnings thereon belong to the American 
Telephone and Telegraph Company. Likewise, except for 
about one-half of 1 per cent of the stock of the Western Electric 
Company, the stock of that Company and the earnings thereon 
—the three years prior to 1935 each showed a loss—belong to 
the American Telephone and Telegraph Company. 

The Associated Telephone Companies have the benefit of 
research and other services under license contracts for which 
they pay one and one-half per cent of their gross revenues. 
The expense of performing the research and other services 
thereunder exceeds the payment and to that extent a loss is in¬ 
curred by the American Telephone and Telegraph Company. 

In addition, the Company owns and operates directly some 
$435,000,000 of long lines telephone plant, the earnings on 
which also belong to it. 

The American Telephone and Telegraph Company in turn 
belongs to 657,000 stockholders. In short, all profits, less any 
losses, in the Bell System from telephone operations, manufac¬ 
turing, license contracts and operation of long distance plant, 
after the payment of interest on debt and dividends on preferred 
stocks outstanding and with the minor exceptions noted above, 
belong to these 657,000 stockholders. These profits, less losses, 
that is, the net income applicable to American Telephone and 
Telegraph Company stock from all sources, amounted in 1935 
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to $132,794,782. This was 5.3 per cent on the stockholders’ in¬ 
vestment, which averaged over $2,500,000,000 during the year. 
Total net earnings from all sources must in the long run be 
adequate to maintain the financial safety of the business, and 
it is the policy of the management that earnings beyond this 
requirement be spent for the enlargement and improvement 
of the service furnished, or the rates charged for the service he 
reduced. 

Not only is it necessary to have the total net earnings from 
all sources adequate and reasonable but also to have the elements 
of cost of the service distributed equitably within the System. 
It is perhaps inevitable that this question of distribution of cost, 
which involves in many cases transactions between System 
Companies, should constitute a substantial part of the contro¬ 
versial matters of rate regulation. 

However, nation-wide telephone service requires the inte¬ 
gration of many factors which in other enterprises might be 
handled effectively by scattered independent units. Without 
such integration it would be impossible to provide the kind and 
quality of telephone service that the people of the country want 
and are accustomed to receive. The efforts of the management, 
therefore, are at all times directed toward seeing that trans¬ 
actions between the companies in the Bell System are fair and 
reasonable so that the costs of furnishing telephone service are 
equitably distributed. 

In June, with a few exceptions, reduced rates heretofore 
effective at 8:30 P.M. on station-to-station long distance calls 
were advanced to begin at 7 P.M. Also reduced night rates to 
Europe were established. Late in the year, tariffs were filed 
which became effective on January 15, 1936, establishing, with 
a few exceptions, reduced night rates on person-to-person long 
distance calls and reduced rates all day Sunday on both station- 
to-station and person-to-person long distance calls. 

The handset type of telephone was tried a great many years 
ago but notwithstanding its convenience it was not put into 
general use in the Bell S) r stem because of the inability to make 
it perform as reliably as the deskset type. After a long period 
of intensive development work these service difficulties were 
overcome and the Bell System offered the handset to its cus- 
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tomers on an optional basis in 1927. The monthly charges for 
handsets then established have been reduced from time to time 
and it is the policy of the Bell System companies to continue to 
reduce these charges as conditions in various States permit, 
until they are entirely eliminated. At the end of 1935 there 
were about 4,850,000 handsets in service. 

Total reductions in Bell System telephone rates made effec¬ 
tive during 1935 amounted, on an annual basis, to about $4,- 
700,000. 

The Federal Communications Commission in November, 

1934, started its investigation of telephone companies as pro¬ 
vided for in the Communications Act of 1934. Later, in March, 

1935, Congress adopted a Joint Resolution directing the Com¬ 
mission to investigate the American Telephone and Telegraph 
Company and other telephone companies and appropriated the 
sum of $750,000 for that purpose. Provision was made that the 
investigation required by the resolution might be consolidated 
with the investigation previously instituted by the Commission. 
The investigation, which is actively under way, followed almost 
immediately one made by the House Committee on Interstate 
and Foreign Commerce, which resulted in a report of about 
1,400 pages of text and statistical material relating to Bell 
System Companies based on some 12,000 pages of typed and 
printed matter furnished to the Committee by the companies. 
Clearly, the public is entitled to the fullest information as to 
how the affairs of the System are conducted; however, such 
investigations are costly both to the investigator and the in¬ 
vestigated and they inevitably interfere more or less with the 
normal day-to-day work so essential to satisfactory business 
performance. Every effort is being made to facilitate the prog¬ 
ress of the present investigation in order that it may be com¬ 
pleted as promptly as practicable. 

For over twenty-five years the President of the American 
Telephone and Telegraph Company and usually one or more 
of its Vice Presidents have been members of the Board of 
Directors of each of its subsidiary operating telephone com¬ 
panies. In the case of most of these companies, practically all 
of the voting stock is owned by the American Telephone and 
Telegraph Company. The Communications Act of 1934 made 
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it unlawful for a person to act as an officer or director of more 
than one communication company subject to the Act unless 
authorized by the Federal Communications Commission. The 
Commission has denied such authorization to officers and direc¬ 
tors of this Company with the result that there are no longer 
any officers or directors of the American Telephone and Tele¬ 
graph Company on the Boards of Directors of its subsidiary 
operating telephone companies. 

The sales of the Western Electric Company for 1935 were 
$105,400,000 as compared with $91,800,000 in 1934, an increase 
of 14.8 per cent. Its sales were, however, only about one 
quarter of those of its 1929 peak of $411,000,000. The Com¬ 
pany, including its subsidiaries, had net earnings, after interest 
charges, in 1935 of $2,620,279, compared with a net loss in 1934 
of $7,751,548. 

The Bell System, including the Western Electric Company 
and the Bell Telephone Laboratories, had 270,000 employees 
at the end of 1935. The total payroll for the year was $438,- 
835,000, an increase of $18,875,000 over 1934. 

Under the Plan for Employees’ Pensions, Disability Bene¬ 
fits and Death Benefits, which was established twenty-three 
years ago, service pensions paid from the Pension Trust Funds 
in 1935 to retired employees of the Bell System Companies, 
including the Western Electric Company and the Bell Tele¬ 
phone Laboratories, amounted to $5,266,499. At the end of the 
year there were 7,241 retired employees on these pension rolls. 
The amounts charged to expenses by these companies in 1935 
and turned over to the Trustee of the Pension Funds were 
approximately 3 per cent of the payrolls. In addition, under 
the Plan, these companies paid $4,481,000 in sickness disability 
benefits, $516,000 in accident disability benefits, $1,746,000 in 
death benefits and $332,000 in disability pensions. 

At the end of the year 49,500 employees were using Savings 
Plans, under which employees may arrange for regular deduc¬ 
tions from pay in amounts specified by them for deposit to 
their accounts in savings institutions. 

Under the Payroll Deduction Plans for Life Insurance, by 
which monthly premium payments are made through deduc- 
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tions from pay which are forwarded to insurance companies, 
62,000 employees were purchasing insurance at the end of the 
year. The amount of monthly premium deductions was $485,- 
000 and the amount of insurance in effect $174,400,000. In 
addition, monthly deductions from payroll were made aggre¬ 
gating $16,900 for 1,760 employees, veterans of the World 
War, who are paying for approximately $8,000,000 of United 
States Government Insurance. 

The Theodore N. Vail Memorial Fund provides awards an¬ 
nually in recognition of unusual acts of service by Bell System 
employees. Three silver medals with $250 each, and thirty 
bronze medals, all with accompanying citations, were awarded 
this year. 


Silver Medal Awards 
EMMA GATTI 

Supervisor, Hackensack, New Jersey 
Nexv Jersey Bell Telephone Company 

For initiative and unusual resourcefulness in directing effective 
first aid treatment for a child who had been seriously injured. 

LEONA SMITH 

Contract Manager, Morrison, Colorado 
The Mountain States Telephone and Telegraph Company 

For initiative, courage and effective use of telephone facilities in 
warning inhabitants of an impending flood. 

CHARLES LEROY TUBBY 

Combinationman, Linton, Indiana 
Indiana Bell Telephone Company 

For initiative, resourcefulness and effective action in establishing 
and maintaining telephone communication in an emergency. 


Now that the forces of depression are on the wane, there is 
every reason to expect that a widening demand for telephone 
sendee will be experienced in the future; the fact that there 
have been substantial net gains in the number of telephones in 
service during the past two years is impressive evidence on this 
score. 






11 


There are many fundamental factors operating to stimulate 
telephone expansion. The population of the country is still in¬ 
creasing and, with a substantial decline in immigration, the in¬ 
crease is more largely among that part of the population which 
has always provided the best market for telephone service. The 
adult population, moreover, is growing faster than the total 
population. Furthermore, it is to be expected that the per¬ 
sistent trend toward ever higher standards of living will he 
resumed as it has been after previous depressions. This trend 
will bring a demand for telephone service on the part of new 
groups of the population. 

The use of toll and long distance telephone service will be 
promoted not only by an increase in subscribers, but also by the 
greater mobility of the population, as a result of which com¬ 
munication needs are spread over a larger area than ever be¬ 
fore. Business organizations are more and more finding that 
selling and buying can be efficiently and economically effected 
by use of the telephone. 

Over and above all of these factors, there is the influence, on 
the one hand, of continuous and systematic research to discover 
and perfect improvements in the telephone art and its instru¬ 
mentalities and, on the other hand, of research to assure that 
service is continuously adapted to the developing needs of the 
public. 

The courage, skill, and enthusiasm with which the personnel 
of the Bell System have met the problems of the depression is 
assurance that the change to an again expanding business will 
be met successfully and that telephone service in the United 
States will continue to be what it is generally acknowledged to 
be—the best in the world. 

For the Directors, 

WALTER S. GIFFORD, 

President 
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BELL SYSTEM FINANCIAL STATEMENTS 


The Bell System Financial Statements which follow on pages 14 to 18, inclusive, con¬ 
solidate the accounts of the American Telephone and Telegraph Company and those of 
its 23 associated telephone companies listed below: 


Bell Tel. Co. of Nevada 

The Bell Tel. Co. of Pennsylvania 

The Chesapeake & Potomac Tel. Co. 

The Chesapeake & Potomac Tel. Co. of Baltimore City 
The Chesapeake & Potomac Tel. Co. of Virginia 
The Chesapeake & Potomac Tel. Co. of West Virginia 
The Cincinnati & Suburban Bell Tel. Co. 

The Diamond State Tel. Co. 

Illinois Bell Tel. Co. 

Indiana Bell Tel. Co. 

Michigan Bell Tel. Co. 

The Mountain States Tel. & Tel. Co. 


New England Tel. & Tel. Co. 

New Jersey Bell Tel. Co. 

New York Tel. Co. 

Northwestern Bell Tel. Co. 

The Ohio Beil Tel. Co. 

The Pacific Tel. & Tel. Co. 

Southern Bell Tel. & Tel. Co. 
Southern California Tel. Co. 

The Southern New England Tel. Co. 
Southwestern Bell Tel. Co. 

Wisconsin Tel. Co. 


All but four of these companies are controlled directly by the American Telephone and 
Telegraph Company through ownership of a majority of their voting stock (see page 27). 
The Bell Telephone Company of Nevada and Southern California Telephone Company 
are controlled indirectly, all of their stock being held by The Pacific Telephone and Tele¬ 
graph Company. The Home Telephone and Telegraph Company of Spokane, one of the 
group formerly consolidated, was merged with The Pacific Telephone and Telegraph 
Company as of December 1,1935. In view of their close relationship to other Bell System 
Companies, The Cincinnati and Suburban Bell Telephone Company and The Southern 
New England Telephone Company, in which the American Telephone and Telegraph 
Company owns less than a majority of voting stock, have for many years been treated 
as parts of the Bell System and their accounts included in the Bell System figures. 

Since January 1,1913, all Bell System telephone companies have maintained their ac¬ 
counts in accordance with the Uniform System of Accounts prescribed for telephone com¬ 
panies by the Interstate Commerce Commission and continued in effect during 1935 by 
the Federal Communications Commission. In accordance with the rules prescribed in 
the System of Accounts, telephone plant is carried in the accounts, with certain excep¬ 
tions specified in the rules, at cost to the accounting company. 

The consolidated Income Statement excludes (with minor exceptions) all inter-com¬ 
pany items such as interest, dividends, and license contract payments, which constitute 
income receipts to one company in the consolidated group and income disbursements to 
another company in that group. The consolidated Balance Sheet excludes, for the 24 
companies in the consolidated group, inter-company receivables and payables and inter¬ 
company security holdings. The latter comprise mainly investments of the American 
Telephone and Telegraph Company in the securities of the associated telephone com¬ 
panies. The American Company carries these securities at their cost to it, which is about 
$57,000,000 in excess of their par value, and this excess has been extinguished from the 
consolidated Balance Sheet with a corresponding reduction in Unappropriated Surplus. 
Telephone Plant is included in the consolidated Balance Sheet in the aggregate amount 
at which it appears on the respective books of the 24 companies consolidated. 

Investments in stocks of companies (not consolidated) controlled directly or indi¬ 
rectly by Bell System companies, such as the Western Electric Company, Inc., The 
Tri-State Telephone and Telegraph Company, Bell Telephone Laboratories, Inc., and 195 
Broadway Corporation, are shown on the consolidated Balance Sheet under “Investment 
in Controlled Companies” at the amount of the Bell System’s equity in their capital stock 
and surplus. Dividends and interest received from such companies, and the Bell System’s 
proportionate interest in their earnings or deficits for the year (after |dividends) are in¬ 
cluded in the consolidated Income Statement under “Other Earnings—Net.” 
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BELL SYSTEM FINANCIAL STATEMENTS 

(Consolidating the accounts of the American Telephone and Telegraph 
Company and its 23 Associated Telephone Companies) 

Consolidated Balance Sheet 

ASSETS 

December 31, 1935 December 31, 1934 


Telephone Plant . 

$4,266,584,160 

$4,248,186,253 

Plant and equipment for furnishing service; comprising 
land and buildings, rights of way, poles, wire, cable, under¬ 
ground conduit, switchboards, telephones, office furniture, 
vehicles, tools, construction work in progress, etc. In¬ 
cludes also on December 31,1935 Organization and Fran¬ 
chise costs—$1,915,833, and Undistributed Cost of Prop¬ 
erty—$8,321,103. 

Investments in Controlled Companies (not consolidated): 

Stocks . 

208,713,100 

208,816,934 

Comprises equity of Bell System in capital stock and 
surplus of these companies. 

Bonds, Notes and Advances. 

23,162,028 

23,461,294 

Other Investments: 

Stocks. 

37,254,973 

37,487,074 

Includes investment in The Bell Telephone Company of 
Canada of $18,854,783. 

Bonds, Notes and Advances. 

14,469,372 

13,718,453 

Miscellaneous Investments. 

27,332,221 

22,939,802 

Principally real estate including about $10,000,(XX) of land 
and buildings retired from telephone plant and held for sale. 
Sinking and Other Reserved Funds: 

Sinking Funds—Cash and Securities. 

3,999,117 

3,985,753 

Deposit for Redemption of Bonds. 

44,000,000 

55,659,774 


Cash deposited with Trustee for Series A Bonds of South¬ 
western Bell Telephone Company, called for redemption 
on February 1, 1936. 

Current Assets: 

Cash and Deposits. 

47.728,242 

Temporary Cash Investments. 

♦212,180,528 

207,597,962 

Includes on December 31, 1935 United States Govern¬ 
ment obligations $209,975,095, and Tax Anticipation 
Warrants $1,904,184. 

Current Receivables. 

91.640,280 

88,051.895 

Interest and dividends receivable, working advances, 
amounts due for service, etc., less reserves for uncollecti¬ 
ble accounts. 

Material and Supplies. 

48,869,839 

49,742,663 

Deferred Debits: 

Discount on Funded Debt. 

10,837,293 

14,250,628 

Prepayments of rents, taxes, directory expenses, etc. . . . 

9,3S4,838 

6,832,715 

Other Deferred Debits. 

5,264,843 

4,255,018 

Debit items, the final disposition of which had not been 
determined at close of year. 

Total Assets. 

$5,059,352,366 

$4,977,054,686 

* Market value, December 31, 1935, $212,962,000. 
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BELL SYSTEM FINANCIAL STATEMENTS 

(Consolidating the accounts of the American Telephone and Telegraph 
Company and its 23 Associated Telephone Companies) 

Consolidated Balance Sheet, Continued 

LIABILITIES f 

# December 31, 1935 December 31, 1934 

Capital Stock (par value outstanding held directly by public): 

Common Stock—American Tel. and Tel. Co. $1,866,227,500 $1,866,227,500 

—Associated Telephone Companies . . . 131,979,143 132,942,743 

Preferred Stock—Associated Telephone Companies . . . 97,937,600 97,937,600 

Premiums on Stock—American Tel. and Tel. Co. 268,749,078 268,749,078 

Amount received in excess of par value. 

Stock Installments—American Tel. and Tel. Co. 4,330,337 9,078,812 

Amount received under Employees* Stock Plan on stock 
subscriptions not yet completed or cancelled. (This Plan 
was discontinued as to new subscriptions in 1933). 

Long-Term Debt (See page 19): 

American Tel. and Tel. Co. 453,902,713 454,484,613 

Associated Telephone Companies. *624,474,750 584,340,072 

Current and Accrued Liabilities: 

Current Liabilities .. 64,801,429 67,461,124 

Bills for supplies, services, etc.; liability in respect of cus¬ 
tomers* deposits, prepayments and advance billing for 
service; provision for refunds due subscribers under rate 
orders; and (for 1935) provision for premium payable on 
Series “A” Bonds of Southwestern Bell Telephone Com¬ 
pany called for redemption on February 1, 1936. 

Accrued Liabilities Not Due. 116,835,624 112,134,912 

Taxes, interest, dividends and rents payable after the close 
of the year. 

Deferred Credits. 3,491,424 3,462,014 

Credit items, the final disposition of which had not been 
determined at close of year. 

Reserves for Depreciation of Plant and Equipment . . . 1,061,102,083 967,712,984 

Provision to meet loss of investment in depreciable plant 
upon its ultimate retirement from service. 

Other Reserves . .. 1,619,919 1,631,578 

Provision for pending accident cases and for the ultimate 
retirement of leaseholds, franchises, etc. 

Equity in Consolidated Surplus—Reserved and Unappro¬ 
priated—attaching to Common Stock of Associated 

Telephone Companies held directly by public. 8,914,411 9,621,640 

Equity of American Tel. and Tel. Co. in Consolidated Surplus: 

Surplus Reserved. 86,043,049 80,213,792 

Comprised at December 31,1935, provision of $66,295,949 
against general contingencies, etc., (including $64,664,444 
reserved by Amer. Tel. & Tel. Co.); $16,731,008 against 
the contingency of refunds by Bell System companies 
of exchange and toll revenues collected; and $3,016,092 
to extinguish as of February 1, 1936 the unamortized 
discount on Series “A” bonds of Southwestern Bell 
Telephone Company called for redemption. 

Unappropriated Surplus (See page 17) 268,943,306 321,056,22 4 

Total Liabilities. $5,059,352,366 $4,977,054,686 

f Statement as to certain contingent liabilities appears in note (a) on page 18. 

* Includes $48,836,600 Southwestern Bell Tel. Co. Series “A** bonds called for redemption on February 
1, 1936—see also note (b) page 18. 

C. A. HEISS. Comptroller. 
























16 


BELL SYSTEM FINANCIAL STATEMENTS 


(Consolidating the accounts of the American Telephone and Telegraph 
Company and its 23 Associated Telephone Companies) 

Consolidated Income Statement 


OPERATING REVENUES ( c ) Year 1935 

Local Service Revenues (c). $640,993,436 

Revenues from local exchange service. 

Toll Service Revenues. 273,483,256 

Revenues from long distance and local toll service. 

Miscellaneous Revenues. 23,724,799 

Revenues derived from directory advertising, rents and 
miscellaneous sources. 

Less: Uncollectible Operating Revenues (c). 3,830,619 

Provision made during year for revenues which may be 

uncollectible. _ 

Total Operating Revenues (d). $934,370,872 


OPERATING EXPENSES 

Current Maintenance (e) . 

Cost of inspection, repairs and rearrangements required 
to keep the plant and equipment in good operating con¬ 
dition, representing 4.2 per cent, of the cost of the average 
plant in service during 1935. 

Depreciation Expense (c). 

Provision to meet loss of investment when depreciable 
property is retired from service, based on rates of de¬ 
preciation designed to spread this loss of investment uni¬ 
formly over the service life of the property. Depreciation 
expense during 1935 represented 4.3 per cent, of the cost of 
the average depreciable plant in service. 

Traffic Expenses. 

Costs incurred in the handling of messages, principally 
operators’ wages. 

Commercial Expenses. 

Costs incurred in business relations with customers; 
pay station commissions; also the cost of directories, sales 
activities, advertising, etc. 

General and Miscellaneous Expenses: 

General Administration, including cost of Development 

and Research. 

Accounting and Treasury Departments. 

Provision for Employees’ Service Pensions. 

Employees’ Sickness, Accident, Death and other Benefits . 

Other General Expenses. 

Less: Expenses Charged Construction. 

Operating Rents. 

Rents paid for the use of buildings, poles, conduits and 
other facilities. 

Total Operating Expenses. 

Net Operating Revenues (carried forward) . . . 


$175,469,287 


171,681,516 


131,839,788 

74,541,595 


21,879,163 
33,868,909 
11,320,412 
6,880,785 
(e)12,932,795 
2,171,444 

13,186,203 


$ 651,429,0 09 

$282,9417863 


NOTE: See page 18 for explanatory notes (c), (d) and (e). 


(c) Year 1934 
$607,676,275 

258,691,363 

21,177,599 

3,012,808 

$884,532,429 

$172,804,235 

153,474,643 


128,047,316 


71,573,365 


21,503,471 

32,222,926 

11,321,217 

6,378,700 

7,604,318 

2,314,079 

13,436,143 


$616,052,255 

$268,480,174 
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BELL SYSTEM FINANCIAL STATEMENTS 


(Consolidating the accounts of the American Telephone and Telegraph 
Company and its 23 Associated Telephone Companies) 

Consolidated Income Statement, Continued 


Net Operating Revenues (brought forward) . . . 
Taxes (c). 

Provision for federal, state and local taxes. 

Operating Earnings. 

Other Earnings—Net: 

Dividends from controlled companies. 

Proportionate interest in earnings or deficits (after 

dividends) of controlled companies!. 

Dividends from non-controlled companies. 

Interest Revenues, and Miscellaneous Earnings—Net. . 

Total Net Earnings. 

Interest Deductions (c). 

Interest charges, including amortization of discount on 
funded debt and taxes payable under bond indentures. 

Net Income. 

Dividends on Preferred Stock of Associated Telephone 

Companies held directly by public. 

Net Income applicable to Common Stock of Associated 
Telephone Companies held directly by public .... 
Net Income applicable to American Tel. and Tel. Co. stock. 
* Italics denote deficit. 


(c)Year 1935 
$282,941,863 
95,923,952 

(c)Year 1934 
$26S,430,174 
89,485,361 

$187,017,911 

$178,994,813 

$ 2,600,609 

$ 3,125,525 

2,450,954 

2,098,325 

5,743,7S2 

$199,911,581 

52,372,527 

*7,990M3 

1,969,805 

6,813,480 

$182,912,780 

57,560,994 

$147,539,054 

$125,351,786 

$ 6,425,085 

$ 6,425,085 

8,319,187 

132,794,782 

7,759,147 

111,167,554 


t Includes for 1935 $2,605,081, proportionate interest in earnings, and for 1934 $7,687,985, proportionate 
interest in deficit, of Western Electric Company. This company paid no dividends during these years. 


Number of Shares of American Tel. and Tel. Co. Stock 

Outstanding During the Year. 18,662,275 18,662,275 

Earnings Per Share on American Tel. and Tel. Co. Stock . $7.11 $5.96 


Changes During 1935 in American Telephone and Telegraph Company’s 

Equity in Consolidated Unappropriated Surplus 

Balance—December 31, 1934 . $321,056,224 

Additions: 

Net Income applicable to American Tel. and Tel. Co. Stock. $132,794,782 

Transfer from Surplus Reserved upon settlements of rate litigation. 3,693*124 

Miscellaneous additions. 602 492 

Total. $137,090^398 

Deductions: 

Dividends on American Tel. and Tel. Co. Stock. $167,960,475 

Transfers to Surplus Reserved— 

Provision against contingency of refunds in pending rate cases, and other 

* miscellaneous contingencies. 0 534 797 

Provision against extinguishment of unamortized discount on bonds called for 

redemption on February 1 , 1936 . 3,016,092 

Premiums payable on bonds called for redemption on February 1 , 1936 .... 2^441 *830 

Premiums paid on bonds redeemed. 2 655 400 

Unamortized discount extinguished upon redemption of bonds. 2,542,886 

Miscellaneous deductions. 4 051 836 

Total. “$l8p0pl6 

Balance—December 31, 1935 . $268,943,306 


C. A. HEISS, Comptroller 
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BELL SYSTEM FINANCIAL STATEMENTS 

Explanatory Notes Relating to 
Consolidated Balance Sheet and Income Statement 


(a) As of December 31, 1935, certain of the associated telephone companies had contingent liabilities to 
make refunds, including interest thereon, in the event of adverse decisions in court cases involving 
charges for telephone service of some $20,000,000, which had been collected within the period 1924 
to 1935, inclusive, and taken up in the accounts pending final adjudication. Against these contin¬ 
gencies, there has been set aside by these companies in Surplus Reserved, the amount of $16,799,628. 
The American Telephone and Telegraph Company is surety on bonds executed by The Ohio Bell 
Telephone Company in the amount of $17,112,669 to guarantee such rate refunds, if any, as may 
finally be required of that company. The American Telephone and Telegraph Company was released 
on January 1, 1936, from its suretyship on a bond of $3,000,000 executed by the Southwestern Bell 
Telephone Company to guarantee such rate refunds as might be required in connection with the 
San Antonio, Texas, rate case, the case having been closed. 

The consolidated financial statements contain no specific provision in respect of the following con¬ 
tingencies. 

1. A guarantee covering payment of notes in the amount of $3,055,194, secured by collateral, un¬ 
dertaken by the New Jersey Bell Telephone Company. 

2. A tax claim made by the City of New York upon the American Telephone and Telegraph Com¬ 
pany, as to which tax the Company denies liability. (See page 25.) 

(b) Two important items of refinancing occurred during the year 1935: 

1. The Illinois Bell Telephone Company sold in October $45,000,000 First and Refunding Mort¬ 
gage 3^2% Bonds, Series B, at 1003^%, applying the proceeds with other company funds to the 
retirement at 105% of its $48,726,200 Series A 5% Bonds which were called for redemption on 
December 1. 

2. The Southwestern Bell Telephone Company sold in December $44,000,000 First and Refunding 
Mortgage 33^% Bonds, Series B, at 1003^% (and has since the end of the year sold an additional 
§1,000,000 of these bonds at the same price). The net proceeds of these sales will be applied 
with other company funds to the retirement on February 1, 1936 of $48,836,600 Series A Bonds 
at 105%. Since these transactions had not been completed at the close of 1935 their effect is not 
fully reflected in the consolidated balance sheet. 

This refinancing reduces Bell System funded debt by about $7,500,000 and annual interest charges 
by $1,728,140. Taking into account income taxes and amortization of the premium on the bonds 
retired, the annual saving will amount to approximately $1,100,000 of which $215,000 will represent a 
saving through the use of treasury funds. 

(c) The Consolidated Income Statements for 1934 and 1935 reflect adjustments in the accounts made 
in connection with settlements during these years of pending rate litigation. The settlements were 
those of the Illinois Bell Telephone Company in the Chicago rate case and The Chesapeake and 
Potomac Telephone Company in the Washington, D. C., rate case (both of which were referred 
to in the 1934 Annual Report); and that of the Southwestern Bell Telephone Company in the San 
Antonio, Texas, rate case, W’hich settlement involved a refund of approximately $729,000. The 
combined effect of these adjustments was to increase certain accounts, and decrease others, as follows: 


Year 1935 Year 1934 


Local Service Revenues.$ 615,178* 

Uncollectible Operating Revenues. 99,000* 

Depreciation Expense. 1,225,178* 

Taxes. 103,000f 

Interest Deductions. 491,635f 


* Indicates increase. 


$16,916,059f 
995,000f 
15,948,059f 
574,905f 
4,805,738* 
t Indicates decrease. 


(The net effect of these adjustments was to decrease Net Income by $114,3G5 in 1935 and by 
$4,203,S33 in 1934.) 

(d) Operating Revenues for 1935 include for certain of the companies consolidated a total amount not ex¬ 
ceeding $4,000,000 subject to possible refund in the event of adverse decisions in pending rate cases. 
(See Note (a) above). 

(e) Due to the adoption of a revised method of distributing engineering costs, the 1935 figure for Other 
General expenses includes such costs in the amount of approximately $5,372,000; in 1934 similar costs 
were distributed principally to maintenance and construction accounts. 
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BELL SYSTEM CAPITAL OBLIGATIONS 


Stocks, Bonds and Notes Outstanding December 31, 1935 


(Inter-Company Holdings Excluded) 


Common Stock (American Telephone and Telegraph Company) 


Par 

Value 

$1,866,227,500 


Increase* 
During Year 


Common Stock (Associated Telephone Companies) 

New England Telephone and Telegraph Company.$ 46,251,600 

Southern New England Telephone Company. 26,662,600 

Cincinnati and Suburban Bell Telephone Company. 19,319,250 

Illinois Bell Telephone Company. 1,040,400 

Mountain States Telephone and Telegraph Company. 13,062,200 

Pacific Telephone and Telegraph Company. 25,629,100 

Other Associated Companies. 13,993 

Total Common Stock, Associated Telephone Companies . . $ 131,979,143 


Preferred Stock (Associated Telephone Companies) 

New York Telephone Company 6 M%.$ 25,000,000 

Bell Telephone Company of Pennsylvania 6 H%. 20,000,000 

Diamond State Telephone Company 6 %% . 500,000 

Chesapeake and Potomac Tel. Co. of Baltimore City 7% (a). . . 3,000,000 

Wisconsin Telephone Company 7%. 4,947,000 

Northwestern Bell Telephone Company 6 J^%. 4,800,800 

Southwestern Bell Telephone Company 7%. 21,785,500 

Pacific Telephone and Telegraph Company 6 %. 17,904,300 

Total Preferred Stock, Associated Telephone Companies . . $ 97,937,600 


Bonds and Notes (American Telephone and Telegraph Company) Face Value 

Thirty Year Collateral Trust 5s, 1946 .$ 64,865,200 

Thirty-Five Year Sinking Fund Debenture 5 s, 1960 . 117,819,700 

Thirty-Five Year Debenture 5s, 1965 . 149,899,000 

Twenty Year Sinking Fund Debenture 5j^s, 1943 . 94,784,700 

Thirty Year 4s, 1936 . 2,589,000 

Ten Year Convertible 4J^s, 1939. 12,923,000 

4% Demand Notes sold to Trustee of Pension Fund. 11,022,113 

Total Bonds and Notes, American Tel. and Tel. Co. (b) . . $ 453,902,713 


Bonds and Notes (Associated Telephone Companies) (c) 

New England Telephone and Telegraph Company: 

First Mortgage Series A 5s, 1952 .$ 35,000,000 

First Mortgage Series B 4J^s, 1961 . 40,000,000 

Southern New England Telephone Company: 

Debenture 5s, 1970. 10,000,000 

New York Telephone Company: 

First and General Mortgage 4J^s, 1939 . 60,857,325 

Bell Telephone Company of Pennsylvania: 

First Mtge. 5s, 1943 (Central District Telephone Co.) . . . 8,555,500 

First and Refunding Mortgage 5s, 1948 . 35,000,000 

First and Itefunding Mortgage 5s, 1960 . 50,000,000 

Chesapeake and Potomac Telephone Company of Virginia: 

First Mortgage 5s, 1943 4,085,700 

Southern Bell Telephone and Telegraph Company: 

First & Gen. Mtge. 5s, 1937 (Cumberland Tel. & Tel. Co.) . 14,250,000 

First Mortgage 5s, 1941 47,070,500 


Ohio Bell Telephone Company: 

Consolidated 5s, 1944 (Ohio State Telephone Co.). 

Illinois Bell Telephone Company: 

First and Refunding Mortgage 5 s, 1956, Series A . 

First and Refunding Mortgage 3}^s, 1970, Series B .... 45,000,000 

Southwestern Bell Telephone Company: 


First and Refunding Mortgage 5s, 1954, Series A.(d)48,836,600 

First and Refunding Mortgage 3^s, 1964, Series B .... 44,000,000 

Pacific Telephone and Telegraph Company: 

First Mortgage and Collateral Trust 5s, 1937 . 24,948,000 

First & Ref. Mtge. 5s, 1947 (Southern California Tel. Co.) . 6 , 011,000 

Refunding Mortgage 5s, 1952 . 23,890,000 

First Mtge. 5s, 1936 (Home Tel. & Tel. Co. of Spokane) . . 2,999,900 

Miscellaneous Bonds, Mortgages and Notes. 9,554,300 

4% Notes sold to Trustee of Pension Funds (principally demand) . 114,415,925 


Total Bonds and Notes, (Associated Telephone Companies) . (d)$ 624,474,750 


$ 11,400 


951,000 
1,200 
$ 963,600 


$ 761,900 


180,000 


$ 681,900 


$ 1,230 


175,400 

719,000 

4,749,000 

49,726,200 

45,000,000 


44,000,000 

654,000 

162,000 


1,556,700 

7,875,748 

(d)$40,134,678 


* Decreases in italics, (a) Called for redemption April 15, 1936. (b) Excludes $652,000 bonds held 
in sinking funds of Associated Telephone Companies, (c) Includes issues assumed or guaranteed, 
(d) Series A Bonds of Southwestern Bell Tel. Co. have been redeemed and $1,000,000 additional 
Series B Bonds have been issued since Dec. 31, 1935. Giving effect to these (transactions Total 
Bonds and Notes (Associated Telephone Companies) would show a decrease of $7,701,922. 
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BELL SYSTEM 

Consolidated Statement of Pension Trust Funds 

established by the 

AMERICAN TELEPHONE AND TELEGRAPH COMPANY AND ITS 
23 ASSOCIATED TELEPHONE COMPANIES 
Bankers Trust Company, New York, N. Y., Trustee 

Balance in Funds—December 31 , 1934 .*$139,392,735.31 

Additions to Funds during 1935- 
Amount paid in by Companies to provide for pension liability 

accruing in respect of employees in their service.$ 11,320,412.00 

Interest revenue from investments after amortization of pre¬ 
mium or discount included in purchase price. 5,787,137.40 

Other additions (net). 8,881.60 

Total additions.$ 17,1 f6,431.00 

Disbursements for pensions during 1935 to retired employees . ._4,386,740.04 

Net increase in Funds. 

Balance in Funds—December 31, 1935 . 

Comprised of— 

4% Notes of Bell System Companies purchased at face value: 

Demand Notes.$121,956,122.14 

One-Year Notes. 3,481 ,915.75 

Bonds of Bell System Companies. 

Securities of U. S. Government. 

Cash awaiting investment and accrued interest not due. 

Total. 

NOTE: Securities are shown at cost adjusted to provide for amortization over their remaining life of 
premium or discount included in the purchase price. 

* Includes balance in the Fund of The Home Telephone and Telegraph Company of Spokane, which 
company was merged with The Pacific Telephone and Telegraph Company during 1935. 

We certify that the above consolidated statement of the Pension Trust Funds established by the 
American Telephone and Telegraph Company and its 23 Associated Telephone Companies is correct. 

Bankers Trust Company, Trustee 
By (Signed) W. C. Meyers, 

Dated—January 18, 1936. Assistant Secretary. 


$ 12,729,690.96 
$152,122,426.27 


$125,438,037.89 

22,514,069.30 

2,152,027.35 

2,018,291.73 

$152,122,426.27 


PRINCIPAL FUNCTIONS OF THE BELL SYSTEM 

AND MAJOR AFFILIATED COMPANIES 
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BELL SYSTEM STATISTICS 


22 



<M 

~a 

§ 

w 

B 

§g 

C-g 

So 

8§ 

bChsT 

C i-H 

S-5 


| 

S 


3 a 
8.1 


M 
C 

W' *H 

© a 

of 

*o .2 

J S 

a o 
5 d 

50 S 

•9 a 
- 0 -- 

I. 


!J5 

a e 


ift JB 

co 5 

|S 

1 “ 


q’3 

«» 

0 4> 

§ 3 

„ a 

ao"" 

8 

60 c 
.5 5 

11 
12 
c **S 


gj 

-s j 

8 Jh 
1 ^- 
ln 


« 


cc « 
ci-Z 




j 

i 

t 































23 


BELL SYSTEM 


NET GAIN IN 

BELL-OWNED TELEPHONES 
IN THOUSANDS 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Balance Sheet 


ASSETS 


Investments: 

Stocks of Associated Companies (a). 

Investment, at cost, in stocks of associated telephone com¬ 


panies. 

Controlled companies.$1,992,763,348 

Non-con trolled companies. 22,381,781 

Stocks of Other Companies (a). 

Investment, at cost, in stocks of other than associated tele¬ 
phone companies. 

Controlled companies. $150,857,338 

Non-controlled companies. 19,358,824 

Notes of, and Advances to, Associated Companies (a) . 

Controlled companies. $110,293,923 

Non-controlled companies. 6,050,000 

Other Notes and Advances (a). 

Controlled companies. $20,847,000 

Sundry items. 3,841 

Sinking Funds. 


Amounts on deposit with trustees under bond indentures. 


December 31,1935 December 31,1934 
$2,015,145,129.42 $2,012,450,662.42 

170,216,161.67 169,869,418.17 

116,343,923.00 166,213,881.50 

20,850,841.22 21,627,000.00 

1,202,573.04 1,168,233.04 


Plant and Equipment: 

Long Lines Plant. 

Plant and equipment mainly for providing interconnection 
between and through territories of associated telephone 
companies. Includes $12,500 real estate held pending sale. 

General Equipment. 

Office furniture and equipment other than that included in 
Long Lines Plant. 


435,270,512.17 440,880,338.93 

1,073,729.84 1,083,715.19 


Current Assets: 

Cash and Deposits. 

Temporary Cash Investments. 

United States Government obligations. (Market value 
December 31, 1935, $194,892,000). 

Current Receivables. 

Interest and dividends receivable, working advances, 
amounts due for service, etc., less reserve for uncollecti¬ 
ble accounts. 

Material and Supplies. 

Deferred Debits . 

Prepayments of rents, taxes and insurance; deposits with 
workmen’s compensation commissions; and deferred debit 
items the final disposition of which had not been determined 
at close of year. 

Total Assets. 


18,236,184.80 

194,339,659.36 

13,010,977.40 

8,381,309.35 

1,680,877.58 


15,231,954.68 

183,946,601.98 

11,397,856.47 


9,232,437.50 

1,534,713.52 


$2,995,751,878.85 $ 3,034,636,813.40 


(a) For detailed list of investments see page 27. 


NOTE: At December 31, 1935 there were pledged with the Old Colony Trust Company, Trustee, 
stocks of Associated Companies having a par value of $111,650,100 (book value of $112,469,276), under 
Trust Indenture securing this Company’s Thirty-Year Collateral Trust 5s, dated December 1, 1916 
of which $64,865,200 face value were outstanding. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Balance Sheet, Continued 
LIABILITIES 

December 31,1935 December 31,1934 

Capital Stock: 


Stock Issued and Outstanding (Authorized $2,500,000,000) 
Par value of 18,662,275 shares of common stock out¬ 
standing. 

$1,866,227,500.00 

$1,866,227,500.00 

Premiums. 

Amount received in excess of par value of stock. 

268,749,077.67 

268,749,077.67 

Capital Stock Installments. 

Amount received under Employees* Stock Plan on stock 
subscriptions not yet completed or cancelled. (This Plan 
was discontinued as to new subscriptions in 1933). 

Long-Term Debt (See page 19): 

4,330,336.64 

9,078,812.12 

Bonds and Debentures. 

443,532,600.00 

444,294,500.00 

Notes sold to Trustee of Pension Fund*. 

Current and Accrued Liabilities: 

11,022,112.57 

11,022,112.57 

Dividend Payable. 

Dividend declared, payable after close of year. 

41,990,118.75 

41,990,118.75 

Accounts Payable. 

Current bills for supplies, services, etc., and other obli¬ 
gations subject to current settlement. 

3,416,838.14 

2,802,679.16 

Interest and Taxes Accrued, Not Due. 

Interest and taxes payable after close of year. 

11,263,579.49 

10,789,118.12 

Deferred Credits. 

Items, the final disposition of which had not been deter¬ 
mined at close of year. Includes also reserves for pending 
accident cases, etc. 

1,775,453.30 

1,719,044.78 

Reserves for Depreciation of Plant and Equipment .... 
Provision to meet loss of investment in depreciable plant 
upon its ultimate retirement from service. 

Surplus: 

95,040,546.50 

87,361,634.76 

Surplus Reserved. 

Amount reserved for general contingencies. 

64,664,444.18 

64,664,444.18 

Unappropriated Surplus. 

183,739,271.61 

225,937,771.29 


Decrease for 1935 comprises: 

Dividends charged against Surplus . . . $42,153,970 

Miscellaneous deductions (net) .... 44,530 


Total Liabilities . $2,995,751,878.85 $3,034,636,813.40 

* Demand notes held by Trustee as an investment of pension funds not presently required to meet 
pension payments—see page 28. 

NOTE: No specific provision has been made in the accounts in respect of a contingent liability to 
the City of New York for taxes imposed under Local Law No. 19 of 1933, and subsequent similar laws, 
since the Company denies liability for such taxes. 

On December 31,1935, the Company was surety on bonds for $17,112,668.94, executed by The Ohio 
Bell Telephone Company as principal, providing for the refund by that Company to telephone users of 
sums, if any, which may be found to have been collected under rates in excess of those ultimately held 
legal. The Company was also surety at that date on a similar bond of the Southwestern Bell Telephone 
Company in the amount of $3,000,000, but was released therefrom on January 1, 1936. 

C. A. HEISS, Comptroller. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


Income Statement 


Operating Revenues 

Toll Service Revenues . . .. 

Message tolls and private line service revenues. 

License Contract Revenues . .. 

Payments received for services furnished telephone com¬ 
panies under license contracts. 

Miscellaneous Revenues. 

Less: Uncollectible Operating Revenues. 

Total Operating Revenues. 

Operating Expenses (a) 

Current Maintenance (b). 

Depreciation Expense. 

Traffic and Commercial Expenses. 

Provision for Employees* Service Pensions. 

Employees’ Sickness, Accident, Death and other Benefits . 

Operating Rents. 

General and Miscellaneous Expenses. 

Less: Expenses Charged Construction. 

Total Operating Expenses. 

Net Operating Revenues. 


Taxes 


Operating Earnings. 

Dividend Revenues. 

Interest Revenues. 

Miscellaneous Non-Operating Revenues—Net 

Total Net Earnings. 

Interest Deductions. .. 

Net Income (c). 


Dividends Declared. 

Dividends at the rate of $9.00 per share per annum on cap¬ 
ital stock: 

Charged against Net Income. 

Charged against Surplus. 


Year 1935 

Year 1934 

$ 78,092,813.06 

$ 74,088,966.24 

12,635,358.50 

11,803,217.41 

4,044,861.93 

523,589.80 

4,120,251.71 

564,527.00 

$ 94,249,443.69 

$ 89,447,908.36 

15,284,240.18 
17,492,017.70 
7,691,463.60 
905,348.00 
456,732.64 
11,826,107.20 
(b) 18,932,890.14 
81,514.11 

14,714,864.11 

17,407,298.72 

7,214,347.35 

901,178.00 

371,014.57 

11,396,928.94 

17,662,780.21 

94,572.36 

$ 72,507,285.35 

$ 69,573,S39.54 

$ 21,742,158.34 

$ 19,874,068.82 

5,879,722.57 

5,36*4,162.84 

$ 15,862,435.77 
121,244,200.31 
11,289,49S.03 
840,392.05 

$ 14,509,905.98 
115,409,048.13 
15,271,590.36 
721,926.64 

$149,236,526.16 

23,430,021.38 

$145,912,471.11 

24,163,741.81 

$125,806,504.78 

$121,748,729.30 

$167,960,475.00 

$167,960,475.00 

$125,806,504.78 

42,153,970.22 

$121,748,729.30 

46,211,745.70 


(a) The expenses shown under this caption include the cost of maintaining and operating the Com¬ 
pany’s long distance communication service and costs incurred by the Company in the performance of 
general staff services, i.e., development and research, patent, general advisory and other services, fur¬ 
nished telephone companies under license contracts. 

(b) Due to the adoption of a revised method of distributing engineering costs, 1935 figures for General 
and Miscellaneous Expenses include such costs in the amount of $495,420.57; in 1934 similar costs were 
distributed principally to the maintenance and construction accounts. 

(c) Net Income of the Company $125,806,505 for 1935 is less by $6,988,277, and Net Income of 
$121,748,729 for 1934 is more by $10,581,175 than the Company’s proportion of the consolidated Bell 
System Net Income for these years as shown on page 17. The Net Income figures of the Company, by 
itself, include dividend revenues paid in part by some companies from previously accumulated surplus 
earnings and do not take into account the Company’s proportion of the undivided profits or deficits for 
the year (after dividends, if any) of associated and affiliated companies. No dividends were received 
from the Western Electric Company, Inc., in either year, that company, including its subsidiaries, 
having a net profit for 1935 of $2,620,279 and a net deficit for 1934 of $7,751,548. 

C. A. HEISS, Comptroller. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Certificate of Audit 

American Telephone and Telegraph Company, New York, N. Y., February 10, 1036 

195 Broadway, New York, N. Y. 

We have made an audit of the accounts of American Telephone and Telegraph Company for the 
year ended December 31, 1935. We examined or tested the accounting records of the Company and 
supporting evidence, obtained information and explanations from officers and employees and reviewed 
the accounting methods, but w'e did not examine the details of all transactions. 

We have completed audits of similar scope of the accounts of eleven of the Bell System associated 
telephone companies for the year 1935. As to the other associated and affiliated companies, we have re¬ 
viewed their accounting reports for 1935 rendered to American Telephone and Telegraph Company. 
Based on the net income of the companies shown for 1935 by the accounts and reports respectively 
audited or reviewed by us, the consolidated net income applicable to American Telephone and Telegraph 
Company’s stock is $6,988,277 more than the net income of the Company by itself (see note (c), page 26). 

In our opinion, the balance sheet of American Telephone and Telegraph Company at December 31, 
1935 (pages 24 and 25) and its income statement for the year 1935 (page 26), with the notes appended 
thereto and w ith the explanation in the preceding paragraph, set forth correctly the financial position of 
American Tejephone and Telegraph Company at December 31, 1935 and the results of its operations for 
the year 193o. LyBRAND, ROSS Bros. & MONTGOMERY. 


Investments in Associated and Other Companies at December 31, 1935 


Associated Telephone Companies 

New* England Tel. & Tel. Co. 

Southern New England Tel. Co. 

New York Tel. Co. 

New Jersey Bell Tel. Co. 

Bell Tel. Co. of Pennsylvania. 

Diamond State Tel. Co. 

Chesapeake & Potomac Tel. Co. ..... 
Chesapeake & Potomac Tel. Co. of Balt. City 
Chesapeake & Potomac Tel. Co. of Va. . . 
Chesapeake & Potomac Tel. Co. of West Va. 

Southern Bell Tel. & Tel. Co. 

Ohio Bell Tel. Co. 

Cincinnati & Suburban Bell Tel. Co. . . . 

Michigan Bell Tel. Co. 

Indiana Bell Tel. Co. 

Wisconsin Tel. Co. 

Illinois Bell Tel. Co. 

Northwestern Bell Tel. Co. 

Southwestern Bell Tel. Co. 

Mountain States Tel. & Tel. Co. 

Pacific Tel. & Tel. Co.—Common .... 
Pacific Tel. & Tel. Co.—Preferred .... 

Total Book Value (Cost). 

Other Companies 

Bell Telephone Laboratories, Inc. 

Bell Telephone Securities Company . . . 
Bell Telephone Company of Canada . . . 
Cuban American Tel. & Tel. Co.—Common 
Cuban American Tel. & Tel. Co.—Preferred 
Western Electric Co., Inc. (no par value) 

195 Broadway Corporation. 

Eastern Tel. & Tel. Co. (Canada) . . . 
Transpacific Communication Co., Ltd. . 
Sundry. 


Capital Stocks (a) 

Notes and 
Advances 

Par Value 

Per Cent, 
of Total 

Book Value 


of Holdings 

Outstanding 

(Cost) 

Face Value 

$ 87,094,200 

&5.31 

$ 92,045,721 

$ 19,750,000 

13,337,400 

33.34 

13,649,213 

6,050,000 

421,300,000 

100.00 

444,280,335 

10,500,000 

120,395,200 

100.00 

134,062,384 

29,154,800 

110,000,000 

100.00 

116,316,050 

825,000 

5,000,000 

100.00 

5,700,000 

435,000 

20,000,000 

100.00 

21,000,000 

1,770,000 

30,000,000 

100.00 

31,467,862 

575,000 

18,000,000 

100.00 

18,000,000 

3,900,000 

16,200,000 

100.00 

16,200,000 

2,025,000 

124,998,700 

99.99 

126,815,773 

129,999,600 

99.99 

130,041,898 


8,169,150 

109,988,607 

29.72 

8,732,568 


99.99 

110,401,210 

20,774,730 

32,999,200 

99.99 

33,585,686 

5,734,393 

40,000,000 

100.00 

43,223,835 

148,959,600 

99.31 

154,410,399 


95,000,000 

100.00 

96,039,490 

950,000 

172,998,900 

99.99 

176,251,978 

34,987,500 

72.82 

36,362,463 

13,900,000 

154,870,900 

85.80 

150,529,084 

64,095,700 

78.17 

55,999,180 




$116,343,923 

$ 50,000 

(b) 50.00 

$ 50,000 

$ 2,750,000 

1,000,000 

100.00 

1,000,000 

18,749,800 

24.06 

18,854,783 


432,500 

50.00 

162,500 


340,000 

50.00 

340,000 


(c)5,965,183 

99.42 

144,192,338 


5,.500,000 

100.00 

5,515,000 

(d) 15,775,000 

75,000 

25,000 

100.00 

75,000 

1,480,000 

100.00 

25,000 

842,000 

1,230 


1,541 

3,841 


Total Book Value (Cost). $170,216,162 $ 20,850,841 


(a) Common stocks except as otherwise indicated, (b) Remaining 50% owned by Western Electric 
Company, Inc. (c) Number of shares, (d) Includes real estate mortgages of $13,100,000. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


NUMBER OF STOCKHOLDERS 

IN THOUSANDS 


-700 

-600 



The number of stockholders of record of the Company on December 31, 1935 was 657,465, as com¬ 
pared with 675,027 at the end of 1934. The average number of shares held per stockholder at the end of 
the year was 28. About 40 per cent of the shares are held by women; 34 per cent by men; 4 per cent in 
joint accounts; 19 per cent by trustees, insurance companies, corporations, private firms, etc., and 3 per 
cent are in the names of brokers. The largest stockholder of record holds about seven-tenths of one 
per cent of the total stock outstanding. 

There were also at the end of 1935 about 34,000 holders of common stock and 102,000 holders of 
preferred stock of the Associated Telephone Companies. Allowing for duplications in these totals, there 
are now about 740,000 owners of stock of Bell System telephone companies. 


Pension Trust Fund 

established by the 

AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Bankers Trust Company, New York, N. Y., Trustee 

Balance in Fund—December 31, 1934 . 

Additions to Fund during 1935- 
Amount paid in by Company to provide for pension liability 

accruing in respect of employees in its service. 

Interest revenue from investments after amortization of pre¬ 
mium or discount included in purchase price. 

Total additions . . . .... 

Disbursements for pensions during 1935 to retired employees 

Net increase in Fund. 

Balance in Fund—December 31, 1935 . 

Comprised of— 

4% Demand Notes of American Telephone and Telegraph Company purchased 

at face value... 

Bonds of Bell System Companies . .. 

Cash awaiting investment and accrued interest not due. 

Total. 


$ 905,348.00 

JT08,950.75 

$1,614,298.75 

486,565.90 


$16,622,067.11 


$ 1,127,732.85 
>17,749,799.96 


$11,022,112.57 
6,174,430.20 
_ 553,257.19 

>17,749,799.96 


NOTE: Securities are shown at cost adjusted to provide for amortization over their remaining life of 
premium or discount included in the purchase price. 

We certify that the above statement of the Pension Trust Fund established by the American Tele¬ 
phone and Telegraph Company is correct. 

Bankers Trust Company, Trustee 

By (Signed) W. C. Meyers, 

Assistant Secretary. 


Dated—January 14, 1936. 
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